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FEDERAL RESERVE BANK OF NEW YORK pon 


NEW YORK 45, N.Y. 
P ae aes 


REcTOR 2-5700 pia 


March 26, 1957. 


Department of State, 
Washington 25, D. C. 


Attention: Mr. William Frohlich, ee 





; Office of International cmc : 
Financial Development, th-10-S9 . 
International Finance Division, Wy/. 

Room 4221, By 

State Department Annex 20. S 

Gentlemen: gE 

=) 

In a telephone conversation in the early part of 
February 1957, I discussed with Mr. Frohlich the matter of es 
obtaining, through the facilities of the Department of State, Bs 


t 
( 
G 
authenticated specimen signatures of the person or persons : 
authorized to operate the accounts maintained on our books in E 
the name of His Majesty the King of Saudi Arabia. I now 4 
enclose herewith draft dated 3/20/57 of proposed letter from a mo 
this bank to the Minister of Finance of the: Kingdom of Saudi ay ie 
Arabia and the enclosures to such letter, said enclosures n 
being a photostatic copy of o letter of December 7, 1948, to 
the then Minister of Finance5,a draft dated 3/20/57 of suggested 
letter from the Foreign Minister (or Deputy Minister) of Saudi 
Arabia to the United States Ambassador in Jidda. 


Our reasons for wishing to use the facilities of the 
Department of State in this matter are as follows. The accounts, 
of His Majesty the King of Saudi Arabia on our books are carried, , 
by this bank as fiscal agent of the United States. They Sie 
originated and are utilized in connection with an international | | 
agreement. between the United States and the Kingdom of Saudi rx 
Arabia. The only specimen signature (the signature of the then 
Minister of Finance of Saudi Arabia) filed with us in connection 
with the accounts was obtained by the then United States Minister ~ 
in Saudi Arabia. Also we believe, on the basis of past experience@ 
these accounts, that without the Department's assistance our Y} 
uest to the Minister of Finance for a specimen of his signature 









L may well go unanswered. In the latter connection, hese accounts. 
| amaa!’ wetle opened in 1944 and even with the Department's assistance we 
di ot receive the specimen signature of the then Minister of 


, 
ma 
yr 
e 
r 
nee until 1947; our monthly requests to the Minister of Finance * 
confirmation of the balances in the accounts frequently have we 
Uy 


heén ignored or are occasionally returned to us confirmed by some 
person whose signature is not known to us, MESSAGE CENTER 





FEDERAL RESERVE BANK OF NEW YORK___< 2 Department of State, 


Washington 25, D. C. 


We would hope that tne United States representative 
in Jidda when he delivers our letter would explain this matter 
to the Saudi Arabian officials in such a way that the latter 
will understand that our letter to the Minister of Finance 

| contains a routine request for the specimen signature of the 

| person or persons now authorized to issue instructions to us, 

' and that the suggested letter from the Minister (or Deputy 
Minister) of Foreign Affairs to the United States Ambassador, 
which is enclosed with our letter, has been prepared by us with 
- a view to making this matter as easy as possible for the Saudi 
| Arabian officials. We would further hope that such United 
States representative would thereafter inquire about the matter 
if the Saudi Arabian officials did not respond promptly to our 
letter. 


It will be appreciated if Mr. Frohlich would let me 
know by telephone whether the use of the facilities of the State 
Department as suggested in the enclosed drafts is agreeable to 
the Department. 


\ 
) Neo Very truly pees 
end, nad At A 


Edward G. Guy, 
Assistant Counsel. 





Enclosures. 


DRAFT 3/20/57 


The Honorable 

Sheikh Mohammed Srour Al-Sabban,-. 

Minister of Finance of the 
Kingdom of Saudi Arabia, 

Jidda, Saudi Arabia. 

My dear Mr. Minister: 

In order that the authorities with reference to accounts 
maintained by this bank, as fiscal agent of the United States, in 
the name of His Majesty the King of Saudi Arabia may be regularized 
and prousht up-to-date, we should appreciate it if you would arrange 
to have specimens of your signature and such other person or persons, 
if any, as may also be authorized to issue instructions to us with 
respect to said accounts certified by the Minister (or Deputy 
Minister) for Foreign Affairs of the Kingdom of Saudi Arabia and 
delivered to the United States Ambassador in Jidda for transmission 
to us through the Department of State of the United States. We have 
drafted and enclose herewith for your convenience a suggested form 
of letter from the Minister (or Deputy Minister) for Foreign Affairs 
of the Kingdom of Saudi Arabia to the United States Ambassador in 
Jidda. 

The only specimen signature in our files at this time in 
connection with the accounts on our books in the name of His Majesty 
the King of Saudi Arabia is that of His Excellency Sheikh Abdullah _ 
el-Suleiman as Minister of Finance, which signature duly certified 
under date of April 13, 1947, by His Excellency Kheireddine Bey 
el-Zirikly, Deputy Minister for Foreign Affairs of the Kingdom of 
Saudi Arabia, was transmitted to us through the then United States 
Minister to Saudi Arabia. 


On the basis of the agreement between us regarding the use 
of properly tested cablegrams and radiograms set forth in our letter 
dated December 7, 1948, to the Minister of Finance of the Kingdom of 
Saudi Arabia and agreed to by the latter by endorsement thereon, a 
photostatic copy of which letter bearing said endorsement is enclosed 
herewith for your convenient information, we continue to be pre- 
pared to act on properly tested cablegrams or radiograms received 
by us in the name of the Minister of Finance. However, as a matter 
of sound banking practice, we believe that at all times there should 
be on file with us the specimen signature of one or more persons 
authorized to issue instructions to us with reference to the afore- 
mentioned accounts on our books. In this connection, as you know, 
not all matters or instructions with reference to these accounts 
are concluded by tested cablegram or radiogram. For example, our 
statements to you with reference to the dollar accounts maintained 
by us in the name of His Majesty the King of Saudi Arabia should be 
confirmed by an official of the Saudi Arabian Government whose sig- 
nature has been filed with us. In the past certain of our requests 
for confirmation of such balances have been signed by an official 
whose signature was not known to us and in other instances our re- 
quests have been unanswered. I[t is, of course, to your interest as 
well. as ours that we receive from an official of Saudi Arabia 
confirmations regularly of the dollar balances in these accounts. 

With reference to the enclosed draft of letter, you will 
note that subparagraph (3) sets forth two alternatives, only one of 
which should be included in the letter in its final form. The second 


official or 
of these alternatives, providing that the/officials named in such 


a = 


subparagraph (3) may "confirm balances and property", has been drafted 
to cover the possibility that you will wish to be relieved of the 
administrative detail of signing our requests, referred to above, 
for confirmation of balances but will not wish the officials named 
in subparagraph (3) to be in a position to issue written instruc- 
tions to us to effect withdrawals or transfers from the afore- 
mentioned accounts. If the first alternative in the enclosed draft 
is used, the officials named in subparagraph (3) could "exercise 
complete control over® and issue "all manner of instructions" 
respecting said accounts which would include, among other things, 
confirming balances, and issuing instructions for withdrawals and 
transfers. Whether the first or the second alternative is used your 
authority as Minister of Finance to issue instructions to us with 
respect to the aforementioned accounts as provided in subparagraphs 
(1) and (2) would continue. You may, of course, wish to omit 
subparagraph (3) entirely, in which event the second paragraph of 
the enclosed draft should be modified by deleting therefrom the 
following words: "and two autographic specimens of the signature of 
each of the officials of the Government of the Kingdom of Saudi 
Arabia listed in subparagraph (3) above, duly authenticated by me". 

We have discussed this letter with the United States Treasury 
Department; and “ are transmitting the letter to you through our 
Department of State so that the United States Ambassador to Saudi 
Arabia will be informed. 

Yours faithfully, 


H. L. Sanford, 
Assistant Vice President. 


Enclosures. 


His Excellency 
Shaikh Abdullah | 
Minister of Finance 
Kingdom of Saudi Ar 
Jidda Saudi Aral 
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DRAFT 





Excelleney: 


3/20/57 


In accordance with the directions of my Government, I 
hereby advise and certify as follows: 


(1) That under the laws of the Kingdom of Saudi 


(2) 


Arabia the person holding the office of Minister 
of Finance of the Kingdom of Saudi Arabia has 
full power and authority to exercise complete 
power, authority and control over, and to give 
all mamer of instructions respecting, any and 
all accounts maintained on the bodks of Federal 
Reserve Bank of New York, as fiseal agent of the 
United States, in the name of His Majesty the 
King of Saudi Arabia, including the accounts 
designated; 


His Majest selal King of Saudi Arabia, 
al pelias Account; 


His Maj: the Xie xis. “a saudi Arabia, 
ecowm 


and respecting all property in said accounts; 


That Mohammed Sreur Al-Sabban is Minister of Finance 
of the Kingdom of Saudi Arabia and as sueh has full 


power and authority to exercise all such power, 
authority and control, and to give ail mamer of 
instruetiens respecting, any and all of such 


oe 
accounts and any and all property therein; 
and 
(3) That each official of the Government of the 
Kingdom of Saudi Arabia listed below has full 


power and authority 


lst to exercise complete power, authority 
Alter- (and control over and to give all 
native (manner of instructions respecting 





fliwr- (to confirm balances and property in ) 
native eas da ae 
any and all accounts natabedaed on the books 
of Federal Reserve Bank of New York, as 
fiscal agent of the United States, in the 
enna of His Majesty the King of Saudi Arabia, 
including the accounts designated as set 
forth in subparagraph (1) above, and re- 
specting all property in said accounts. 

Name - Office 


Enclosed are two autographic specimens of the signature 
of Mohammed Srour Al-Sabban, Minister of Finance of the Kingdom of 
Saudi Arabia, duly authenticated by me and two autographic specimens 
of ee er oe each official of the Government of the Kingdom 
of Saudi Arabia listed in subparagraph (3) above, duly authenticated 
by me. 

. It will be appreciated if you will authenticate my sig- 


nature on the enclosures herewith, and furnish copies of this letter 


“Fe 
end the originals of said enclosures to the Secretary of State of 
the United States of America with the request that he furnish a 
copy of this letter and one set of the said enclosures to Federal 


Rese#ye Bank of New York. 
Yours faithfully, 


Enclesures. 





Ambassador to Saudi Arabia, 


FEDERAL RESERVE BANK OF NEW YORK 


NEW YORK 45, N.Y. 


Awd 


enka ly 
WSL 


March 29, 1957. 


Department of State, 
‘Washington 25, D.C. 


Attention: Mr. William Frohlich, 
Office of International 
‘Financial Development, 
International Finance Division, 


Room 4221, 
te De t QO. 


Gentlemen: 
With reference to our letter dated March 26, 


1957, to the Department of State, and in accordance 
with my tele conversation with Mr. Frohlich today, 


I enclese herewith our letter dated March 29, 1957, 
to the Minister of Finance of the Kingdom of Saudi 
Arabia. I am also enclosing two copies of such letter 


for your possible use. 


We greatly appreciate the Department's 
assistance in this matter. 


Very truly yours, 


Edward G. Guy, 
Assistant Counsel. 





Enclosures. 
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The Honorable 
Sheikh Mohammed Srour Al-Sabban 
Minister of Finance of the 

dom of Saudi Arabia, 
Jidda, Saudi Arebis. 


My dear Mr. Minister: 


In order that the authorities with reference 
accounts maintained by this bank, as fiscal agent of the 
United States, in the name of His Majesty the King of Saud 
\Arabla may be regularized and breught up-to-date, we show 

Fo it it inven would arrange to have specimens of 
ch other person or persens, if any, 
Jas vf ates be autherized to issue instructions te us w' 


Deputy Minister) for Foreign Affairs of the of 
Saudi Arabia vered Ae. the United States Ambassad« 
) in Jidda fer trangnission the Deparment of 

' State of the United Fisses. ve have and enclese 

herewith fer yeur convenience a form ef letter 

from the Minister (er Minis ) fer yereign Affai: 

of the Kingdem of Saudi a to the United 8 * 


Ambassader in Jidda. 
The only specinen signature in our files at we 
wath the ts 





time in comnection 3 on eur beeks in th 
name of wis eee Saudi Arabia is that of Hi: 
Exeellency 8) biuliah Leiman as Minister of 
ignature duly certifi: px date of Apx 
Rey el-Zirixiy, 


! of the Kingdom i 
was tyaneni ted to us iiteush the then United State: 
Mintstor be te Saudi Arabia. 


On the basis of the agreement between us regard: 
the use of preperly tested cablegrams and — set 
forth in our letter dated December 7, 1948, to the Ministe:x 
ef Finance of the Kingdon of G200k As Arabia and agreed to by th: 
latter by endorsement thereon, a photostatic copy of which 
letter said endorsement is enclesed herewith fer you 
cenvenient ormation, we eontimue to be p te act on 
properly tested cablegrams or radfograms received by us in 





the name of the Minister of Finance. However, as a matte 
of sound banking practice, we believe that at all times 
there sheuld be on file with us the specimen signature of o: 
or mere persons authorised to issue instructions to us with 
reference to the aforementioned accounts on our boeks. In 
this connection, as you know, not all matters or instructic 
with reference to these accounts are concluded by tested 
cablegram or radiogram. For example, our statements to y: 
with reference to the dollar aeceunts maintained by us re 
the name of His Majesty the King of Saudi Arabia should be 
confirmed by an official of the Saudi Arabian Government 
whese signature has teen filed with us. In the past certai: 
of our requests for confirmation of such balances have been 
signed by an official whese signature was net know te us 
and in other instances our requests have been wnenswered. 

It is, of course, to interest as well as ours that we 
reeeive from an official of Saudi Arabia confirmations 
regularly of the dellar balances in these accounts. 


With reference to the enclosed draft of letter, you 
will note that su raph (3) sets forth two alternatives, 
only one of which a ineluded in the letter in its 
final form, The second of these alterfiatives, providing 
that the official or officials named in such subparagraph 





may “confirm balances and prep » haz been drafted to 
cover the pessibility that you "wish to be Stic of 
the administrative detail of signing our requests, referred 
to above, fer confirmation of es but will net wish the 
officials named in su ph te be in a pesition to 
issue written te us es effeet wi wals or 
transfers from the. aforementioned accounts. If the first 
alternative in the enclesed draft is used, the officials 
named in subparag 3) aoaks "exercise complete contre 
over" and issue * etions® respecting said 
aseounts which would inel things ruing 
balances, and is thérawai + and trans- 
fers, Whether the at or the secend alternative is used 
yeur autherity as issue instructions 
te us with re: accounts as provided 
— subparagraphs nar (3) antizeay, in wien 
course sh 

% should be 


e 


) apecimens ef the signature of ef the officials 
% of the Kingdom of Saudi Arabia listed in 
sxlepateneasn 3) above, duly authentieated by me*. 
We have discussed this letter with the United Btates 
Treasury Departments; and we are transmitting the letter to 


MISC. 140 B 


(MISC. 140 B.1 30M—7-55) 


you through our ree’ of Btate so that the United States 
Ambassador to rabla will be informed. 


Yours faithfully, 


H. L. Sanford, 
Assistant Viee President. 


Enclosures. 
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Excelleneys: 


In accordance with the directions of my Government, I 


hereby advise and certify as follews: 


(2) 


(2) 


That wider the laws of the Kingdom of Saudi 
Arabia the person holding the office of Minister 
of Finance of the Kingdem of Baudi Arabia has 
full power and authority to exereise complete 
pewer, authority and control over, and to give 
all manner of instructions respeeting, any and 
all accounts maintained on the beeks of Federal 


Reserve Bank of New York, as fiseal agent of the 
United States, in the name of His Majesty the 
King of saudi Arabia, including the accounts 


designated: 
nse WedSSUL AD'S Shatanss oe 


His tne King of Saudi Arabia 


and respecting all property in said a¢eounts}; 

That Mohammed Sreur Al-fabban is Minister of Finanee 
ef the Kingdom of Saudi Arabia and as sueh has full 
peter and authority to exercise all such pover, 
autherity and contre], and to give all manner of 
instructions respecting, any and all of such 







Pay an 


accouts and any and ali property therein; 
and 

(3) That each official of the Government of the 
Kingdom of Saudi Arabia listed below has full 
power and autherity 





ist to exercise complete power, authority 
Alter- (and eontrel ever and 
native (manner of instructions renpect 


—-—_ iP 


(te confirm balances can property in 7 
ar" re _ -_ a am 





any and all acedummts maintained on the books 
of Federal Reserve Bank of New York, as 
fiseal agent of the United States, in the 
name of His Majesty the King of Saudi Arabia, 
ineluding the accounts designated-.as set 
forth in subparagraph (1) above, and re- 
apecting all preperty in said accounts. 
Yame Offise 


Enclesed are two autegraphie specimens of the signature 
of Mehammed Srour Al-Sabben, Minister of Finance of the Kingdom 
ef Saudi Arabia, duly authenticated by me and two autegraphic 
specimens of the signature of eagh official of the Government of 
the Kingdem of Saudi Arabia listed in subparagraph (3) abeve, 
duly authenticated by me. 


=, 


It will be appreciated if you will authentleate my 
signature on the enclosures herewith, and furnish copies of this 
letter and the originals of said enclesures to the Secretary of 
State of the United States of America with the request that he 
furnish a copy of this letter and one set of the said enclosures 
to Federal Reserve Bank of New York. 

Yours faithfully, 


sited States aici to faudi Arabia, 
Saudi A a. 
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” NO.: a-80 April 15,1957 


suBsect: Saudi Arabian Accounts at Federal Reserve Bank of New York, as Fiscal 
Agent of the United States, 


to: The American Bnbassy, JIDDA 7 


| 


1 


The Federal Reserve Bank of New York has requested the as; istance 
of the Department in obtaining, through the Bnbassy, specimens of the 
signature of the Minister of Finance and such other persons, if any 
as may be authorized to issue instructions with réspect to prtain 
accounts in the name of His Majesty, the King of Saudi Arabia, qgxtified 
by the Minister for Foreign Affairs, The only specimen mae Ha eld 
at present by the Federal Reserve Bank of New York in connection wath 
these accounts is that of the then Minister of Finance certifi er W 
date of April 13, 1947 by a former Deputy Minister for Foreign faire. Li. 
The Bank's monthly requests for confirmation of balances in the 
accounts freauently have been ignored or occasionally returned ce 
Federal Reserve Benk of New York by some person whose signature ot 
known to it. These accounts are béing held by the Federal cane 
Bank of New York, as fiscal agent of the United States ac 
i] 
There is transmitted herewith, for delivery by the Hnbassy %brthe 
Minister of Finance of Saudi Arabia, the original letter of the ral 
Reserve Bank of New York, dated March 29, 1957, together with the & 
enclosures described thetein, There is also transmitted for the™! 
Fnbassy's files one copy.of such letter in order to facilitate g 
inquiry regarding the matter in the event the Minister of Financ 
should not respond to the letter of the Federal Reserve Bank of New 
York with reasonable promptness, 
/ HERTER, ACTING 
Enclosures: 
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Transmitting Certified Signature of Saudi Arabian Minister of Finance, 
Muhammad al@Surur al-Sabban. 


The Embassy herewith transmits for delivery to Mr. H. L. Sanford, 
Assistant Vice President, Federal Reserve Bank of New York, a speciman of 
the signature of Minister of Finance Shaikh Muhammad al*8urur al-Sabban. 


The signature has been certified both by the Saudi Arabian Foreign 
Office and by the United States Embassy, Jidda. 


The Embassy's Arab Consultant, Muhammad I, Massoud, who discussed the 
matter with Shaikh Muhammad, has indicated that’ Shaikh Muhammad is the 
only person authorized to deal with the Saudi account in the Federal Reserve 
Banke He also has indicated that Shaikh Muhammad regards the forwarding 
of the enclosed documents, together with reference to the Saudi Foreign 
Office note Noe 50/3/1/728 dated 17/1/137, (September 15, 195), as 
sufficient indication of his authority in this matter. 





G. E. Robert Meyer 


Second Secretary of Embassy 
Enclosures: / yt 
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[ UNCLASSIFIED = Encl. No 1 - za 2 
(Classification) * eo : 
MEMORANDUM ] 
May 16, 1957 


TO: Mr. Selak 


FROM: M. I. Massoud 


With reference to the letter of Federal Reserve Bank addressed to 
HE Shaikh Mohamed Soror Alsabban, dated March 29, 1957 concerning the 
Bank's request to be furnished with specimen signature of Shaikh Mohamed, 
I, in accordance with your request, have submitted the said letter tos 
Shaikh Mohamed. 

In return Shaikh Mohamed sends me, through the Vice Governor of the 
Monetary Agency, the enclosed documents. The Vice Governor said in his 
message that Shaikh Mohamed's specimen signature was certified by both 
the Saudi Foreign Office and the United States Embassy on September 6, 

. 1954, as you see from the papers attached hereto. He added that he be- 
lieves that the Federal Reserve Bank was informed accordingly by the 
Saudi Embassy in Washington under instructions from the Foreign Office 
in its note No. 50/3/1728 dated 17/1374 (September 15, 1954). 


The referenced Foreign Office note stated, in substance, that Mohamed 
Soror is the authorized Saudi Finance Minister to handle the accounts 
established by SAG with the Federal Reserve Bank. 
Furthermore, the Vice Governor of the Monetary Agency asked to send 
the enclosed specimen signature of Shaikh Mohamed, which was duly certified ~ 
by both the Saudi Foreign Office and the United States Embassy, to the Bank. 


When you do send it to the Bmk, please let me have a copy of your 
correspondence on this subject for delivery to Shaikh Mohamed. 


Thanks. 


M, I. Massoud 


P.S. I would like also to give to the Vice Governor of the Monetary 
Agency a copy of same correspondence. 





letters of Meeh 26 and 2, 195T 
: helé at the Federal me 
ef the United States. ad 


wo eK baste 


FEDERAL RESERVE BANK OF NEW YORK 


NEW YORK 45, N.Y. 


XS 


RECTOR 2-5700 


June 20, 1957. 


Mr. John Parke Young, Chief, 
International Finance Division, 
Department of State, 
Washington 25, D. C. 


Dear Mr. Young: . cole 


I sh to acknowledge with thanks your letter 
of June 7,° 1957, with which you transmitted certain docu- 
ments received from the American Embassy in Jidda, relating 
to accounts maintained by this bank, as fiscal agent of 


the United States, in the name of His Majesty the King of 
Saudi Arabia. 


With reference to information concerning the 
authority and specimen si ture of Shaikh Mohamed Soror 
Alsabban, which, as sta in the copy of Mr. Massoud's 
memorandum of May 16, 1957, enclosed with your letter 
Shaikh Mohamed believed had been transmitted to this bank 
by the Saudi Arabian Embassy, you may be interested in 
knowing that a search of our records reveals no corres- 


pondence or documents relative to this matter from the 
Saudi Arabian Embassy. 


Very truly yours, 





H. L. Sanford, 


Assistant Vice’President. 
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SUBJECT: 


A source, well experienced in Saudi Arabian banking circles, has 
stated that the National Commercial Bank has earned the displeasure of 


Rugored Difficulties of the National Commercial Bank, 4~ VU 


02 peusnyed eg Fst i: 


the Government of Saudi Arabia and as a result has lost some of its had 00 

more valued accountse Rica 

SOURCE COMMENT: The displeasure of the Government of Saudi Arabia = 

with the National Commercial appears to have its source in the - 
bank's refusal to open foreign credits at a time when the Saudi Arabian 

Government did not have sufficient foreign exchange to cover its requests - 

for foreign credit. =a 

For the Ambassador: : 

he 

nase on 

; 1 

fA Jogeph A. Donohoe ~ 


Second Secretary of Embassy 
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October 19, 1957 
DATE 








SUBJECT: 


- 


nan “179 


New Bank Rumored Established in Saudi Arabia. 


A source, well versed in the financial affairs of Saudi Arabia, has .. 
informed an Embassy Officer that, according to an established rumor, a new * 
bank, probably to be called the Bank al«Jazirah al-Arabiah (Bank of the 
Arabian Peninsula) is soon to be established in Jidda. 


| 04 peTanysE eg 


According to source, two persons rumored to be founders of this new , Bike 
bank are Prince Abd-Allah Faisal, son of Crown Prince Faisal, and the son 
of the Deputy Director of the Saudi Arabian Monetary Agency, Matuuq. 


Source also stated that another rumor in the Jidda financial circles 
reports that the new Bank of Riyadh, established recently by Hassan A. 
Sharbatly, has received less than Saudi Riyals 300,000 in private deposits 
although some £500,000 Sterling was made available to. the Yank by Minister 
of Finance Surur. 
SOURCE COMMENT: As there are already more than a sufficient number of 
banks, established in Saudi. Arabia, to handle banking requirements, 
it would appear that these two new banks represent fronts for mishandling. 
of foreign exchange, obtained at the official rate from the Saudi Goverrment, 
in the free market or a facility through which the founders of the banks can 
open their own credits for foreign imports. 


LOS1-Ot/v L°VvV9se 


-EMBASSY COMMENT: 


Another source, a well-informed Arab, has stated 
he has heard a rumor that the founders of the new bank al-Jazirah al-Arabiah 


are Finance Minister Mohammed Surur, Sayyid Matuugq, Deputy Director of the 
Saudi Arabian 


an Egyptian who 
Hussein is 


Agency, and possibly Jalal. Hussein, 
tor during : 


held the position of the reign of King Farouk. 


a close friend of Surur. 
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TO ; THE DEPARTMENT OF STATE, WASHINGTON. ; ay = > it =] 
J; 


REF : CERPs Section D - V A.3 


FROM: Amembassy, YJidda 








Use Only 


SUBJECT: 


Establishment of Development Bank 

The Embassy has been informed that a new bank especially for financing Ei 
construction projects in Saudi Arabia may be located in Jidda in the not n 
too distant future. This bank, the activities of which will be restricted 
specifically to the aforementioned type projects, will be backed by French, 


Belgium, German and Italian capital. 


CANYNIGY Td ISAN INTWidod SIAL 


ELIAS ADJADJ of the RED SEA TRADING COMPANY, Jidda, is presently on 
a trip to Europe to confer with the persons providing the capital. 


COMMENT : F 


The source has requested that this information be passed to the 
United States Government for consideration but be carefully guarded so 
that United States Government knowledge of the project not be revealed 
either in Europe or in Saudi Arabia. 


For the Ambassador: 
s 


Joseph A. Donohoe 
Second Secretary of Embassy 
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_— TO: Secretary of State | Bg 
NO: 2425, March 18. é by 
SS | E a 
G 
SP SENT DEPARTMENT 2425; REPEATED INFOMATION DAMASCUS 165 
Cc AMMAN, BAGHDAD, BEIRUT, KHARTOUM, 19°DON, PARIS, 
w AVIV, TRIPOLI, TUNIS UNNUMBERED 
T 
10 JOiNT STATE USIA MESSAGE “a 
INR O) 
AF AHRAM front page today prominently displayed exclusive story o> 
EUR reporti: gz Saudi Royal Guard, acting on King's orders, raided . 
P Arab bank Riyad: confiscating (1) letter frou Royal Cabinet ry 
UOP approving transfer 1.9 million pounds sterling used to pay “i 
WMSC Serraj, (2) note sanctioning trensfer signed by Saudi Finance N 
E Minister, (3) noted aithorizing transfer signed by cashier bank, , 
IRC (4) note from Saudi Finance Minister approving bank's commission — 
DCL on transfer. 00) 
Ci] 
ICA Story said Saud ordered removal documents after learning some 0) 


OCB bank employees had informed rumber Saudi Government officials 
USIA fund transfer made on his orders. Story also reported develop- 
CIA ment rift between isisuf Yassin, Jamal Husseini, Rushdy Mulnis 
osD (who favor policy complete reticence re plot and break in dip- 
ARMY lomatic relations UAR should complications develop) and Prince 
AIR Rahman, Khalid Abdul Walid (who strongly favor thorough investi- 
NAVY gation.) 
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FROM : American Consulate General, DHAHRAN 319 


DESP. NO. 





THE DEPARTMENT OF STATE, WASHINGTON. 


SUBJECT: Foreign Banks Required to Maintain with SAMA a Balance Equalling 15 Per Cent 
' of Deposits. 


Banks operating in Saudi Arabia have received a letter, dated January 13, 1959, 
from Anwar Ali, Director Saudi Arabian Monetary Agency (SAMA), stating that Ministry 
of Finance Resolution 3, date not given, is in effect and that, in compliarice there- 
with, banks operating in Saudi Arabia will henceforth be required to maintain a 
balance in SAMA equal to 15 per cent of their total deposits. As a convenience to 
the banks, a four month grace period has been granted to enable the banks to bring 
their deposits up to the prescribed 15 per cent. 


In discussions with various members of the foreign banking cammnity the re- 
porting officer was told that at first sight the resolution embodies nothing not 
done in most other countries; however, there are several questions that will have 
to be answered before a definite assessment can be given. Most important is 
whether by "total deposits" the resolution refers only to local currency deposits 
or whether foreign currency deposits are included. One banker has chosen to inter- 
pret the resolution as applying only to deposits in local currency; however, he 
admits the possibility of a conflict arising when he adjusts his SAMA balance 
using that figure as a basis. 


69S-zc/rl‘v9Ees 


Two problems arise concerning the provision that the balance will be maintained 
in a special fund in Jidda. First, the use of a special fund bears the connotation, 
in the minds of at least two of the foreign bankers, of blocked funds and of, at 
least, semi-permanent deposits. This is no particular inconvenience so long as 
deposits are increasing; however, some possible difficulty is foreseen if deposits 
should drop and a bank would want to withdraw a portion of its balance from SAMA. 
Further, .the requirement to maintain a 15 per cent balance requires the banks to 
maintain a larger balance on hand for day to day operation than was necessary when. 
the balance was not fixed and could be either increased or reduced with little 
difficulty. The maintenance of the fund in Jidda will be, for banks in the Eastern 
Province, an inconvenience; for it will involve a considerable shuttling of funds. 
The Manager, British Bank of the Middle East, is planning to propose that Eastern | 
Province Banks correct their balances through the SAMA office in Dammam . Finally; 
the balance maintained with SAMA is not iubenert bearing. 


= a 










=a 


The resolution will, in itself, present no insurmountable prokile once the 
interpretation of the resolution is arrived at; however, should SAMA under . 
management less capable than Anwar Ali and should nationalism in ial matter 
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‘ 
become a strong factor the possibility exists that the percentage required could 
be increased. If this should occur the banks would be faced with a curious 
situation. They can continue to operate and realize a profit, according to one 
member of the foreign banking community, until approximately 30 per ‘cent is the 
required balance figure. Beyond that figure profitable operation becomes diffi- 
cult. ‘The situation then is parallel to that which obtained in Iran when the 
required balances were finally increased to 55 per cent and the foreign banks 


closed up shop. 


\_-_ American Consul General 
ce: Amembassy, JIDDA 
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SUBJECT Fs ra F Gl . - 
Banque de 1'Indochine and Arab i’ > ie i 1 i AL? - LO pia) 
| The Banque ge 1'Indochine has been blacklisted by the Arab League, according 
to reports gathered from the Arab press by the Arabian American Oil 
(Aramco). The blacklisting appeared in Arab newspapers on September 1-16, 
1959. Press reports cited allegations that (a) the Bank's capital was mainly 
owned by Jews and (b) the Bank dealt with Israeli banks and firms working in 
North Africa, as the reasons for the boycott. 


988 


As of October 26 the Saudi Arabian Government had taken no action against 


the two branches of the Banque de 1'Indochine in the Eastern Provinne in Al Khebar >, 
and Dammam; nor is the Consulate General aware that anyaction has been taken e 
against the branch of the Bank in Jidda. — 
N 

A local Bank official gave an officer of the Consulate General the following ~_ 
information which must be treated as CONFIDENTIAL and the source protected. <k 
The Arab claim that the Banque de 1'Indochine has dealt with Israeli banks ! 

and firms is valid. A Branch in Djibouti, French Somaliland, has exteniled ren 


letters of credit to Israeli firms. The Bank believes that a disgrmntled em loyee,;; 
of the Bank at Djibouti made photostats of the letters of credit involved md 
sené them to the Arab League. The Banque de 1'Indochine is not officially 
admitting that it has dealt with the Israelis. 


6 


The Bank denies the charge that its capital is controlled by Jews. To 
prove this point the Bank's head office in Paris has offered to show its list 1] 
of registered stockholders to representatives of the Lebanese and Pakistani z= 
Embassies. “ = 


The local Bank official also informed the Consulate General officer that 
the Jidda branch of the Bank had been accused of counterfeiting United States 
currency and of selling narcotics. . These charges, he said, were complete fabrications, 


The only country so far to take positive action against the Banque de 1' Indochine 
has been Syria, which will no lenger deal with the Djibouti branch. There are, 
however, no branches of the Bank im Syria. ; 


While Saudi Arabia has not taken anysstion against the French Bank’ there ig. 
no guarantee that all will remain quiet, especially if Saudi newspapers|take up 
| the case. The Consukate General's informant said that the Bank had ‘heen | ; 
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considering whether or not to cease operations in Saudi Arabia under its present 
name. A proposed plan was to establish a new bank with forty-nine percent 

of the capital lied by the Banque de l*Indochine, a group of German banks 
and an Italian The remaining fifty-one percent would be held by Saudi 
citizens in accerdance with Saudi law so that the Bank would be Saudi owned. 

One influential Saudi mentioned as interested in the project was MAHOMD SURUR 
AL SABBAN, former Minister of Finance, who left the country under a cloud in 
March 1958 because of his part in the Saudi financial crisis of 1958. With 

the thkpeat of expulsion hanging over their heads the French may give greater 


consideration to creating this new Saudi bank. 
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American Consul General 
cc: Amembassy JIDDA 
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